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If the basis of a provider's depreciable assets
i s  limited to 

3 ,  then the estimated useful life of  the assets as used by the 

seller must beused by the buyer. 

B. Recapture o f  depreciation resulting from sale of  assets: 

The sale of depreciable assets, o r  substantial portion therefore 

at a price in excess of  the Title XIX costbasis of the property 

as reduced by accumulated depreciation (a gain on sale) calculated 

in accordance with Medicare (Title XVIII) Principles of Reimbursement -
indicates the fact that depreciation used for the purpose of com­

puting allowable costs was greater thanthe actual economic depre­

ciation. The amount of  the recapture will be determined as 

follows: 

1. 	 The gross recapture amountwill be the lessor of  the gain 

(selling price l e s s  Title XIX basis) on the sale or the 

accumulated depreciation at the date of  sale. 

2.  	 Allowable cost will be recomputed f o r  each period affected 

by the recapture. The recomputed allowable costs will be 

used to determine if there should be an adjustmentto the 

payment rate, and any resulting overpayment will be re­

covered. 
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T h en e tr e c a p t u r ea m o u n ta sd e t e r m i n e da b o v es h a l lb ep a i d  by t h e  

f o r m e ro w n e rt ot h eM e d i c a i dp r o g r a m .I ft h en e tr e c a p t u r ea m o u n t  

i s  n o tp a i db yt h ef o r m e ro w n e ri nt o t a l ,t h ea m o u n tn o tp a i d  w i l l  

b ed e d u c t e df r o mf u t u r ep a y m e n t st ot h eb u y e r  a s  a c o n d i t i o no f  

p a r t i c i p a t i o ni nt h eM e d i c a i dp r o g r a m .  

S u c hr e c a p t u r ef r o mt h eb u y e rs h a l l  no: i n c r e a s et h eb u y e r ' sb a s i s  

i nt h ed e p r e c i a b l e  a s s e t  a n ds h a l ln o tb ed e p r e c i a t e do v e rt h e  

r e m a i n i n gu s e f u ll i v e so ft h ea s s e t s .M i s s i s s i p p iM e d i c a i dP r o g r a m  

r e s e r v e s  t h e  r i g h t  t o  g r a n t  e x c e p t i o n s  o r  terms o fex tendedpaymen t  

b a s e du p o nt h ef a c t sa n dc i r c u m s t a n c e so ft h eu n r e c o v e r e dr e c a p t u r e  

f r o mt h es e l l e r .  

-

C .  	 D e p r e c i a t i o nr e c a p c u r er e s u l t i n gf r o ml e a s i n gf a c i l i t yo rw i t h d r a w i n g  

f r o mt h eM e d i c a i dP r o g r a m :  

I nc a s e sw h e r ea no w n e r - o p e r a t o rw i t h d r a w sf r o mt h eM e d i c a i dP r o g r a m  

as  t h ep r o v i d e r ,b u td o e sn o t  s e l l  t h ef a c i l i t y ,t h ed e p r e c i a t i o np a i d  

b yM e d i c a i dt ot h eo w n e rd u r i n gt h e  t ime he  was t h eM e d i c a i dp r o v i d e r  

will b es u b j e c tt ot h ed e p r e c i a t i o nr e c a p t u r ep r o v i s i o no ft h i sp l a n  

when t h eo w n e rs e l l st h ef a c i l i t y .T h i si n c l u d e sc a s e sw h e r ea n  

o w n e r - p r o v i d e rl e a s e s  a f a c i l i t yt oa n o t h e ru n r e l a t e dl i c e n s e d  

o p e r a t o r  a f t e r  h a v i n g  o p e r a t e d  t h e  f a c i l i t y  a s  t h el i c e n s e dm e d i c i a d  

p r o v i d e r .C o n t i n u e dp a r t i c i p a t i o ni nt h eM e d i c a i dP r o g r a ma f t e r  

t h ee f f e c t i v ed a t eo ft h i sa p p e n d i xs h a l lc o n s t i t u t ea ni m p l i e d  

c o n t r a c tw i t ht h eM e d i c a i dP r o g r a mc r e a t i n ga ne q u i t a b l el i e no n  

t h eo w n e r ' sa s s e t si nt h ea m o u n to f  :he n e tr e c a p t u r ea m o u n td e t e r -
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II. 	 Interest expense 

Where interest expense is incurred to finance the purchase of a 

hospital or a depreciable asset used therein and the purchase price 

exceeds the allowable cost basis as stated in Paragraph I . A . ,  

interest expense on that portion of the debt or other interest 

bearing instrument usedto finance the excess the purchase price 


over the allowable cost basis is not considered reasonably related 


-to.patient care is not allowable. 


111. 	 Return of equity 

Return on equity shall be compiled in accordance with Title X I X  

principles and shall exclude the non-allowable portionof the cost 


or fixed assets and debt related to the change
of ownership. 


IV. 	 Loss of Sale of aHospital 


of depreciable assets,
The sale or a substantial portion thereof, at 


a price less than the Title XIX cost basis of the property as 


reduced by accumulated depreciation calculated in accordance
with 


Medicare (Title
XVIII) principles of reimbursements indicates a loss 


on the sale of the assets. Such losses are not reimbursable under 


this plan. 
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